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191—50.37(502) Cheap stockRescinded IAB 2/11/98, effective 3/18/98.

191—50.38(502) Options and warrantsRescinded IAB 2/11/98, effective 3/18/98.
191—50.3%0 50.41 Rescinded, effective October 30, 1985.
191—50.42(502) Real estate investment trustRescinded IAB 2/11/98, effective 3/18/98.

191—50.43(502) Fraudulent practices.

50.43(1) Anissuer of securities registered under the Act, or any person who is an officer, director or
controlling person of such issuer, is presumed to employ a “device, scheme or artifice to defraud” the
purchasers of such securities within the meaning of lowa Code section 502.401(1) if such person ap
plies or authorizes or causes to be applied any material part of the proceeds from the sale of such secu
ties in any material way contrary to the purposes specified in the prospectus used in the offering of sucl
securities and not reasonably related to the business of the issuer as described in the prospectus.

50.43(2) A broker-dealer or agent who engages in one or more of the following practices shall be
deemed to have engaged in an “act, practice, or course of business which operates or would operate a
fraud” as used in lowa Code section 502.401(3). This subrule is not intended to be all-inclusive. En-
gaging in other conduct such as forgery, embezzlement, conversion, nondisclosure, incomplete disclo
sure or misstatement of material facts may also be deemed fraudulent.

a. Entering into any security transaction with a customer at an unreasonable price or at a price not
reasonably related to the current market price of the security or receiving an unreasonable commissio
or profit.

b. Contradicting or negating the importance of any information contained in a prospectus or oth-
er offering materials with intent to deceive or mislead or using any advertising or sales presentation in
deceptive or misleading manner.

c. In connection with the offer, sale, or purchase of a security, falsely leading a customer to be-
lieve that the broker-dealer or agent is in possession of material, nonpublic information which would
have an impact on the value of the security.
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d. In connection with the solicitation of a sale or purchase of a security, engaging in a pattern or
practice of making contradictory recommendations to different investors of similar investment objec-
tives for some to sell and others to purchase the same security, at or about the same time, when not
justified by the particular circumstances of each investor.

e. Failing to make a bona fide public offering of all the securities allotted to a broker-dealer for
distribution by, among other things, (1) transferring securities to a customer, another broker-dealer or a
fictitious account with the understanding that those securities will be returned to the broker-dealer or
its nominees or (2) parking or withholding securities.

f.  Although nothing in this rule precludes application of the general antifraud provisions against
anyone for practices similar in nature to the practices listed below, the following subparagraphs specif-
ically apply only in connection with the solicitation of a purchase or sale of OTC non-NASDAQ equity
securities excluding interests in direct participation programs and shares in open-end mutual funds:

(1) Failing to disclose the firm’s present bid and ask price of a particular security at the time of
solicitation.

(2) Failing to advise the customer, both at the time of solicitation and on the confirmation, of the
total of all charges and fees related to a specific securities transaction.

(3) In connection with a principal transaction, failing to disclose, both at the time of solicitation
and on the confirmation, a short inventory position in the firm’'s account of more than 5 percent of the
issued and outstanding shares of that class of securities of the issuer; provided that this subparagraph
shall apply only if the firm is a market maker at the time of the solicitation.

(4) Conducting sales contests in a particular security.

(5) Atfter a solicited purchase by a customer, failing or refusing, in connection with a principal
transaction, to promptly execute sell orders.

(6) Refusing to sell existing securities held by the customer unless the customer executes a pur-
chase transaction.

(7) Soliciting a secondary market transaction when there has not been a bona fide distribution in
the primary market.

(8) Engaging in a pattern of compensating an agent in different amounts for effecting sales and
purchases in the same security.

g. Effecting any transaction in, or inducing the purchase or sale of, any security by means of any
manipulative, deceptive or other fraudulent device or contrivance including, but not limited to, the use
of boiler room tactics such as repeated or harassing unsolicited telephone calls or the use of fictitious or
nominee accounts.

191—50.44(502) Rescission offers.

50.44(1) Requirements for rescission offers. Rescission offers made pursuant to lowa Code sec-
tions 502.504(4) and 502.504(5) shall be typed or printed and shall be cafiR&8€ISSION OF-
FER” in bold-faced print or type. They shall be delivered to the offerees personally or sent by certified
mail to the offerees’ last-known address and shall contain all of the following:

a. The name of the security which is the subject of the offer;

b. A statement setting forth in reasonable detail why liability under lowa Code sections 502.501,
502.502, and 502.503 may have arisen and fairly advising the offeree of the offeree’s rights;

c. An offer to repurchase the security for cash according to the terms specified in lowa Code sec-
tion 502.504(4R” (2) or return the security on the terms specified in lowa Code section
502.504(5)a" (2);
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d. Astatementthat the offeree’s right to bring an action under lowa Code chapter 502 may be lost
unless the offeree accepts the offer within a specified period of time which is not less than 30 days afte
receipt of the offer;

e. Information regarding the issuer and the security sufficient to permit the offeree to make an
informed decision regarding acceptance of the rescission offer including, but not limited to, informa-
tion as to the issuer’s organization and management, its operations and plan of business and its final
cial condition as shown by a current financial statement prepared in accordance with generally accept
ed accounting principles;

f.  Astatement that the offeree may accept the offer by returning a form to the offeror which shall
be separately included with the rescission offer;

g. The following statement shall appear in bold-faced type or printimmediately before the signa-
ture of the offeror:

THIS IS A RESCISSION OFFER MADE PURSUANT TO SECTION 502.504(4)[(5)]* OF THE
IOWA UNIFORM SECURITIES ACT AND A COPY IS ON FILE WITH THE IOWA SECURITIES
BUREAU. THE BUREAU MAKES NO RECOMMENDATION AS TO WHETHER THE OFFER
SHOULD BE ACCEPTED OR REJECTED NOR HAS THE BUREAU PASSED UPON THE ADE-
QUACY OR ACCURACY OF THIS OFFER.

50.44(2) The acceptance form referred to in subrule 50.28(19hall include the address of the
offeror where the formis to be sent. An acceptance may be sent by ordinary mail and is effective on the
date postmarked.

50.44(3) Information filed with the administrator. Prior to making any rescission offer pursuant to
lowa Code sections 502.504(4) and 502.504(5), the offeror shall file the following with the administra-
tor:

a. A copy of the rescission offer;

b. The names and addresses of all holders or sellers who are to receive the rescission offer;

c. Ashowing that the assets of the offeror are sufficient to meet its obligations in the event that all
offerees accept the rescission offer.

The filing requirement of this subrule shall apply only to rescission offers made in connection with
securities which are registered or which should have been registered under lowa Code section
502.206 and 502.207 and rescission offers which are based on potential liability for violations of lowa
Code section 502.201.

50.44(4) Rescission offers made pursuant to lowa Code sections 502.504(4) and 502.504(5) shall
be tendered to all persons to whom liability may exist under sections 502.501, 502.502, and 502.503

50.44(5) Rescission offers may be accepted at any time during the period stated in the offer even if
an offeree had given a prior indication of rejecting the offer.

50.44(6) Rescission offers are subject to the provisions of lowa Code sections 502.401, 502.404,
502.405, 502.406, and 502.407.

50.44(7) Prior to the filing of a rescission offer, the administrator may require proof that funds or
other consideration are available to satisfy offers which are accepted.

50.44(8) The administrator may require the person(s) responsible for a rescission offer to verify
that the provisions of this rule and the terms of the rescission offer have been complied with.

50.44(9) The fact that a rescission offer is proposed or made does not limit, in any way, the adminis-
trator’'s administrative or enforcement authority.

*Inserted by agency
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191—50.45(502) Definition of offer.

50.45(1) For purposes of section 201, the term “offer” shall not include the circulation of a prelimi-
nary offering document provided there is compliance with the following provisions:

a. The document is circulated by a broker-dealer registered under the Act.

b. Priorto its circulation, the document is filed with the administrator as part of an application to
register the securities covered by the document.

50.45(2) For purposes of this rule the preliminary offering document must be in the form of a pro-
spectus which shall contain substantially the information required by the Act and the rules and regula-
tions thereunder to be included in a prospectus meeting the requirements of section 207 of the Act for
the securities being registered; and, the outside front page of the preliminary offering document shall
bear in red ink the caption, “Preliminary Offering Document,” the date of its issuance, and the follow-
ing statement printed in type as large as that generally in the body of the prospectus:

“A registration statement relating to these securities has been filed with the Commissioner of Insur-
ance of the State of lowa, but has not yet become effective. Information contained herein is subject to
completion or amendment. These securities may not be sold nor may offers to buy be accepted prior to
the time the registration statement becomes effective. This preliminary document shall not constitute
an offer to sell or the solicitation of an offer to buy nor shall there be any sale of these securities in lowa
since such offer, solicitation, or sale would be unlawful prior to qualification under section 207 of the
lowa Uniform Securities Act.”

191—50.46(502) Institutional buyer exemption.The term “institutional buyer,” as used in lowa
Code section 502.203(8) shall include:

50.46(1) Any bank or any savings and loan association or other institution as defined in Section
3(a)(5)(A) of the Securities Act of 1933 whether acting in its individual or fiduciary capacity; any bro-
ker or dealer registered pursuant to Section 15 of the Securities Exchange Act of 1934; any insurance
company as defined in Section 2(13) of the Securities Act of 1933; any investment company registered
under the Investment Company Act of 1940 or a business development company as defined in Section
2(a)(48) of that Act; any Small Business Investment Company licensed by the U.S. Small Business
Administration under Section 301(c) or (d) of the Small Business Investment A868; any plan
established and maintained by a state, its political subdivisions, or any agency or instrumentality of a
state or its political subdivisions, for the benefit of its employees, if such plan has total assets in excess
of $5 million; any employee benefit plan within the meaning of the Employee Retirement Income Se-
curity Act of 1974 if the investment decision is made by a plan fiduciary, as defined in Section 3(21) of
such Act, which is either a bank, savings and loan association, insurance company, or registered invest-
ment adviser, or if the employee benefit plan has total assets in excess of $5 million or, if a self-directed
plan, with investment decisions made solely by persons who are institutional buyers;

50.46(2) Any private business development company as defined in Section 202(a)(22) of the In-
vestment Advisors Act of 1940;

50.46(3) Any organization described in Section 501(c)(3) of the Internal Revenue Code, corpora-
tion, Massachusetts or similar business trust, or partnership, not formed for the specific purpose of ac-
quiring the securities offered, with total assets in excess of $5 million;

50.46(4) Any director, executive officer, or general partner of the issuer of the securities being of-
fered or sold, or any director, executive officer, or general partner of a general partner of that issuer;
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50.46(5) Any natural person whose individual net worth, or joint net worth with that person’s
spouse, at the time of the purchase exceeds $1 million;

50.46(6) Any natural person who had an individual income in excess of $200,000 in each of the two
most recent years or jointincome with that person’s spouse in excess of $300,000 in each of those yea
and has a reasonable expectation of reaching the same income level in the current year;

50.46(7) Any trust, with total assets in excess of $5 million, not formed for the specific purpose of
acquiring the securities offered, whose purchase is directed by a person who has such knowledge ar
experience in financial and business matters that the person is capable of evaluating the merits an
risks of the prospective investment;

50.46(8) Any entity in which all of the equity owners are institutional buyers;

50.46(9) Any venture or seed capital company. For purposes of this subrule, a venture or seed capi-
tal company is a corporation, partnership or association that has been in existence for five years o
whose net assets exceed $250,000 and whose primary business is investing in developmental sta
companies or “eligible small business companies” as that term is defined in the regulations of the Smal
Business Administration.

191—50.47(502) National Securities Exchange—exemption.

50.47(1) The Chicago Board Options Exchange is designated as a national securities exchange
qualifying for registration exemption status under lowa Code subsection 502.202(8), subject to the au-
thority of the administrator to revoke by order the designation based upon a determination that the ex:
change’s requirements for listing or maintenance as set forth in securities Act release No. 34-2855¢
(October 19, 1990) 55 Federal Register 43233 (October 26, 1990), contained in the Memorandum o
Understanding dated May 30, 1991, entered into between the Chicago Board Options Exchange an
the North American Securities Administrators Association, Inc. and published in the Commerce
Clearing House NASAA Reports, have been so changed or insufficiently applied that the protection of
investors contemplated by the exemption no longer exists. The administrator may also deny or revoke
by order, per lowa Code section 502.204, the registration exemption status accorded by this paragrap
with respect to a specific issue of securities or category of securities on the exchange. The issuance
any order by the administrator under this paragraph shall be in accordance with the provisions of the
release relating to notice of and opportunity for hearing, written findings of fact, conclusions of law
and judicial review.

50.47(2) The Pacific Stock Exchange is designated as a national securities exchange and all Tier |
securities listed on the exchange qualify for registration exemption status under lowa Code subsectior
502.202(8), subject to the authority of the administrator to revoke by order the designation based upor
a determination that the exchange’s requirements for listing or maintenance as set forth in securitie:
Actrelease No. 34-34429 (July 22, 1994) 59 Federal Register 38998 (August 1, 1994), contained in the
Memorandum of Understanding dated October 12, 1994, entered into between the Pacific Stock Ex:
change and the North American Securities Administrators Association, Inc. and published in the Com-
merce Clearing House NASAA Reports, have been so changed or insufficiently applied that the
protection of investors contemplated by the exemption no longer exists. The administrator may also
deny or revoke by order, per lowa Code section 502.204, the registration exemption status accorded b
this paragraph with respect to a specific issue of securities or category of securities on the exchange
The issuance of any order by the administrator under this paragraph shall be in accordance with th
provisions of the release relating to notice of and opportunity for hearing, written findings of fact, con-
clusions of law and judicial review.
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50.47(3) The Philadelphia Stock Exchange is designated as a national securities exchange and all
Tier | securities listed on the exchange qualify for registration exemption status under lowa Code sub-
section 502.202(8), subject to the authority of the administrator to revoke by order the designation
based upon a determination that the exchange’s requirements for listing or maintenance as set forth in
securities Act release No. 34-34235 (June 17, 1994) 59 Federal Register 32736 (June 24, 1994), con-
tained in the Memorandum of Understanding dated October 12, 1994, entered into between the Phila-
delphia Stock Exchange and the North American Securities Administrators Association, Inc. and pub-
lished in the Commerce Clearing House NASAA Reports, have been so changed or insufficiently
applied that the protection of investors contemplated by the exemption no longer exists. The adminis-
trator may also deny or revoke by order, per lowa Code section 502.204, the registration exemption
status accorded by this paragraph with respect to a specific issue of securities or category of securities
on the exchange. The issuance of any order by the administrator under this paragraph shall be in accor-
dance with the provisions of the release relating to notice of and opportunity for hearing, written find-
ings of fact, conclusions of law and judicial review.

50.47(4) The Chicago Stock Exchange is designated as a national securities exchange qualifying
for registration exemption status under lowa Code subsection 502.202(8), subject to the authority of
the administrator to revoke by order the designation based upon a determination that the exchange’s
requirements for listing or maintenance as contained in the Memorandum of Understanding dated
April 28, 1996, entered into between the Chicago Stock Exchange and the North American Securities
Administrators Association, Inc. and published in the Commerce Clearing House NASAA Reports,
have been so changed or insufficiently applied that the protection of investors contemplated by the
exemption no longer exists. The administrator may also deny or revoke by order, per lowa Code sec-
tion 502.204, the registration exemption status accorded by this subrule with respect to a specific issue
of securities or category of securities on the exchange. The issuance of any order by the administrator
under this subrule shall be in accordance with the provisions of the release relating to notice of and
opportunity for hearing, written findings of fact, conclusions of law and judicial review.

This rule is intended to implement lowa Code section 502.202(8).

191—50.48(502) Multijurisdictional disclosure system.

50.48(1) This rule accommodates offerings eligible to utilize the multijurisdictional disclosure
system as set forth in United States Securities and Exchange Commission Release No. 33-6902 (1991).
For the purposes of this rule, a “multijurisdictional offering” means a class of offering for which a reg-
istration statement designated as Form F-7, F-8, F-9, or F-10 by the Securities and Exchange Commis-
sion has been filed with the administrator.

50.48(2) Time for taking effect of multijurisdictional registration statement. The period of time
that a multijurisdictional registration statement must be on file before it becomes automatically effec-
tive under lowa Code section 502.2063) shall be reduced from 20 days to 7 full business days.

50.48(3) Multijurisdictional offering financial statements. A multijurisdictional offering registra-
tion statement may include financial statements and financial information that have been prepared in
accordance with Canadian generally accepted accounting principles consistently applied.

50.48(4) Multijurisdictional offering notice of claim of exemption under lowa Code section
502.203(11). Anissuer or underwriter conducting a multijurisdictional offering to existing security
holders of the issuer pursuant to the exemption of lowa Code section 502.203(11) may give notice to
the administrator by filing the registration statement Form F-7 with a cover letter claiming that exemp-
tion.

This rule is intended to implement lowa Code section 502.206.
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191—50.49 Reserved.

191—50.50(502) Registration and renewals of open-end management investment companies,
unit investment trusts and face amount certificate companies.

50.50(1) Effective July 1, 1991, open-end management investment company, unit investment trust
and face amount certificate company registration statements will be effective in lowa for one year from
the date on which the administrator orders the registration statement effective. Registration statement
must be renewed on an annual basis to remain effective in lowa.

50.50(2) The effectiveness of an open-end management investment company, unit investment
trust or a face amount certificate company registration statement that was originally ordered effective
in lowa prior to July 1, 1991, shall expire unless the registration statement is renewed from July 1,
1991, through June 30, 1992, on or before the anniversary date that the administrator originally ordere
the registration statement effective.

50.50(3) The effectiveness of an open-end management investment company, unit investment
trust or a face amount certificate company registration statement that was originally ordered effective
and which was subsequently amended (increased the amount registered) in lowa prior to July 1, 1991
shall expire unless the registration statement is renewed between July 1, 1991, and June 30, 1992, on
before the anniversary date that the administrator ordered the latest amendment effective.

50.50(4) An open-end management investment company, unit investment trust or a face amount
certificate company registration statement may be renewed by filing a renewal application with the
administrator at least 10 days but no sooner than 30 days prior to the renewal date of the registratio
statement (see subrules 50.50(1), 50.50(2) and 50.50(3)).

50.50(5) Open-end investment companies, unit investment trusts and face amount certificate com-
panies must separately register each portfolio and each class of securities.

50.50(6) An open-end investment company, unitinvestment trust or a face amount certificate com-
pany renewing an effective registration statement that contains multiple portfolios or classes of securi-
ties must terminate that registration statement by filing Form USR-1, covering the period of its securi-
ties sales fromits latest fiscal year-end through the last day before its anniversary renewal date, and fil
separate registration statement applications for each portfolio and class of securities. Upon effective
ness, the administrator will assign a new registration statement file number to each portfolio and eact
class of securities.

50.50(7) Every application for registration of an open-end management investment company, unit
investment trust or face amount certificate company, including applications for registration of separate
portfolios, or classes of securities, must be accompanied by:

Filing fees of $250 or $1,000;

b. A complete, executed, uniform application to register securities (Form U-1);

c. A consent to service of process (Form U-2);

d. A corporate resolution (Form U-2A); and

e. The latest prospectus and Statement of Additional Information (SAl).

50.50(8) Open-end management investment companies, unit investment trusts and face amount
certificate companies shall pay one of the following filing fees with each original registration state-
ment application and renewal thereof:

a. $1,000, which registers an indefinite amount of securities with an indefinite aggregate offering
price for one year.

b. $250, which registers an indefinite amount of securities with a $250,000 aggregate offering
price for one year.

o
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50.50(9) If the issuer or registrant paid a filing fee of $250 and if it sold:

a. Anamount of $1,500,000 or more during the registration period, it must pay an additional fil-
ing fee of $1,250 within 90 days after the registration statement expires; or

b. Less than $1,500,000 and more than $250,000 during the registration period, it must pay an
additional one-tenth of 1 percent on the amount of securities sold in excess of $250,000 within 90 days
after the registration expires.

50.50(10) Open-end management investment companies, unit investment trusts and face
amount certificate companies that pay filing fees of $1,000 as per 5050(8) $250 and an addi-
tional $1,250 as per 50.50tB) and 50.50(%p,” need not file a sales report after the registration
statement expires.

50.50(11) Open-end management investment companies, unit investment trusts and face
amount certificate companies that pay filing fees of $250 and sell less than $1,500,000 must file a sales
report (USR-1) within 90 days after the registration statement expires.

50.50(12) Open-end management investment companies, unit investment trusts and face
amount certificate companies that initially register or renew their registration statements after July 1,
1991, and which sell securities in excess of the aggregate amount registered for sale in lowa need not
pay triple fees as required by lowa Code section 502.208(13).

This rule is intended to implement lowa Code section 502.208.

191—50.51(502) Notice filings for offerings of investment company securities.

50.51(1) Except as provided in subrule 50.51(5), no investment company that is registered under
the Investment Company Act of 1940 or that has currently filed a registration statement under the Se-
curities Act of 1933 is required to file with the administrator, either prior to the initial offer or after the
initial offer in this state of a security which is a covered security under Section 18(b)(2) of the Securities
Act of 1933, a copy of any document which is part of a federal registration statement filed with the
Securities and Exchange Commission or is part of an amendment to such federal registration state-
ment.

50.51(2) Prior to the initial offer of a federal covered security in this state, an investment company
that is registered under the Investment Company Act of 1940 or that has filed a registration statement
under the Securities Act of 1933 shall file with the administrator a notice filing on Form NF, together
with a filing fee and consent to service of process.

50.51(3) A notice filing for which the term is about to expire may be renewed prior to expiration by
filing with the administrator another notice on Form NF and payment of the applicable fee in accor-
dance with lowa Code section 502.208¢2) as amended by 1997 lowa Acts, House File 553.

50.51(4) Amendments to notice filings may be made on Form NF and are effective upon receipt by
the administrator. Withdrawal or termination of a notice filing may be made by filing Form NF or pro-
viding the administrator with other notice of the withdrawal or termination and shall be effective upon
receipt by the administrator of such notice and all fees required by lowa Code section 502.208 as
amended by 1997 lowa Acts, House File 553.

50.51(5) An investment company that is registered under the Investment Company Act of 1940 or
that has filed a registration statement under the Securities Act of 1933 shall file, upon written request of
the administrator and within the time period set forth in the request, a copy of any document, identified
in the request, that is part of the federal registration statement filed with the Securities and Exchange
Commission or part of an amendment to such federal registration statement.
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50.51(6) An investment company that makes a naotice filing under subrule 50.51(2) and pays an
initial filing fee of $250 under 1997 lowa Acts, House File 553, sectiofi@Q(23hall pay an additional
filing fee of $1,250 within 90 days after the notice filing’s annual renewal date, or shall file on Form NF
an annual or periodic report of the value of the federal covered securities offered or sold in this state
together with a filing fee of one-tenth of 1 percent of the amount of securities sold in excess of
$250,000.

191—50.52and50.53 Reserved.

191—50.54(502) Rankings or ratings of direct participation programs.

50.54(1) ProspectusThe use of third-party rankings or ratings of direct participation programs in
a prospectus is prohibited.

50.54(2) Offering of interest—direct participatiorlhe use of third-party rankings or ratings dis-
tributed or published in connection with an offering of interests in a direct participation program may
be permitted if the following conditions are met:

a. The entire report containing any such rankings or ratings shall be delivered in its complete
form and shall not be abbreviated or distributed in excerpted form in any such sales literature.

b. The symbols used for rankings or ratings shall not be similar to or ratings shall not be similar to
or the same as the symbols used for existing ratings issued by nationally recognized statistical rating
organizations on other types of offerings.

c. All statements in the report containing any such rankings or ratings that are not in conformity
with information in the prospectus shall be prohibited. In particular, no references to capital safety or
risk shall be allowed unless such references conform to information in the prospectus, such as state
ments in the prospectus that the investment is subject to a high degree of risk of loss.

d. The report containing the rating or ranking shall prominently disclose all relationships be-
tween the rating agency and the issuer as required by Section 17(b) of the Securities Act of 1933 (in
cluding, but not limited to, any compensation paid or to be paid directly or indirectly by the issuer for
the rating or ranking).

e. The report containing the rating or ranking shall, in all instances, be filed with and completely
reviewed by the NASD and the administrator. The report shall be reviewed in the same manner and b
subject to the same standards as all other sales literature that is required to be filed. Accordingly, even
an exemption may be available, the report may only be used when it has been filed with, reviewed anc
approved for use by the NASD.

f.  The report containing the ranking or rating shall be filed with the SEC and the administrator as
an exhibit to the registration statement for the offering. Issuers using third-party rankings or ratings
material as sales literature shall be subject to liability for violations of Section 11 of the 1933 Act and
comparable provisions under applicable state laws for any material misrepresentations or materia
omissions in the report containing the ranking or rating.

This rule is intended to implement lowa Code section 502.2@0(1)

191—50.55and50.56 Reserved.
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191—50.57(502) NASAA guidelinesln cooperation with the securities administrators of other
states and with a view to effectuating a policy to achieve maximum uniformity of regulations regarding
the registration of securities, registration and business practices of securities industry and investment
advisory licensees and enforcement of antifraud laws and in the interest of streamlining the rules con-
tained in Chapter 50, the administrator incorporates by reference the following guidelines and state-
ments of policy promulgated by the North American Securities Administrators Association, Inc.
(NASAA). This rule does not include any later amendments or editions of the incorporated matter.
The official reporter for NASAA statements of policy is the NASAA REPORTS volume printed by
Commerce Clearing House, Inc. A copy of the NASAA REPORTS volume is available to the public
during regular business hours at the offices of the administrator in the Lucas State Office Building.
Upon request, and for a reasonable fee not to exceed the cost of providing the service, the lowa securi-
ties bureau shall furnish to any person photostatic or other copies of the following NASAA guidelines
and statements of policy. The office of the administrator is located in Room 214, and requests may be
mailed to lowa Securities Bureau, Lucas State Office Building, Des Moines, lowa 50319.

50.57(1) Periodic payment plandll periodic payment plans shall substantially comply, as deter-
mined by the administrator, with the NASAA Guidelines for Registration of Periodic Payment Plans as
released for public comment by the NASAA board of directors on December 12, 1991, adopted by the
NASAA membership on March 29, 1992, and published in CCH NASAA REPORTS at paragraph
2901.

50.57(2) Master fund/feeder fundsAll investment companies utilizing the master fund/ feeder
fund concept shall substantially comply, as determined by the administrator, with the NASAA Guide-
lines for Registration of Master Fund/Feeder Funds adopted by the NASAA membership on Septem-
ber 15, 1992, effective November 14, 1992, and published in CCH NASAA REPORTS at paragraph
2251.

50.57(3) Registration of oil and gas program#all oil and gas programs filing for registration by
coordination or qualification shall substantially comply, as determined by the administrator, with the
NASAA Guidelines for Registration of Oil and Gas Programs, which were initially adopted by the
NASAA membership on September 22, 1976, as amended on October 12, 1977; October 31, 1979;
April 23, 1983; July 1, 1984; September 3, 1987; September 14, 1989; and October 24, 1991, and pub-
lished in CCH NASAA REPORTS at paragraph 2621.

50.57(4) Uniform disclosure guidelines—legendlll registrations of securities filing for registra-
tion by coordination or qualification shall substantially comply, as determined by the administrator,
with the NASAA Guidelines for Uniform Cover Page Legends as adopted by the NASAA membership
on September 3, 1987, effective January 1, 1988, amended April 29, 1989, and published in CCH
NASAA REPORTS at paragraph 1352.

50.57(5) Omnibus guidelinesOmnibus guidelines for the registration of programs (limited or
general partnerships, joint ventures, unincorporated association, or similar organization other than a
corporation formed and operated for the primary purpose of investment in and the operation of or gain
from and interest in the assets to be acquired by such entity) for which statements of policy have not
been adopted by the NASAA membership. Allregistrations of these securities filing for registration by
coordination or qualification shall substantially comply, as determined by the administrator, with the
NASAA Omnibus Guidelines as adopted by the NASAA membership on March 29, 1992, and pub-
lished in CCH NASAA REPORTS at paragraph 2321.
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50.57(6) Registration of commodity pool programall registrations of securities filing for regis-
tration by coordination or qualification shall substantially comply, as determined by the administrator,
with the NASAA Guidelines for Registration of Commodity Pool Programs as adopted by the NASAA
membership on September 21, 1983, effective January 1, 1984, amended August 30, 1990, and pul
lished in CCH NASAA REPORTS at paragraph 1201.

50.57(7) Registration of equipment programéll registrations of securities filing for registration
by coordination or qualification shall substantially comply, as determined by the administrator, with
the NASAA Guidelines for Equipment Programs as adopted by the NASAA membership on Novem-
ber 20, 1986, effective January 1, 1987, amended April 22, 1988, and October 24, 1991, and publishe
in CCH NASAA REPORTS at paragraph 1601.

50.57(8) Registration of real estate programAll registrations of securities filing for registration
by coordination or qualification shall substantially comply, as determined by the administrator, with
the NASAA Guidelines for Real Estate Programs as adopted by the NASAA membership October 24,
1991, and published in CCH NASAA REPORTS at paragraph 3601.

50.57(9) Registration of mortgage programall registrations of securities filing for registration
by coordination or qualification shall substantially comply, as determined by the administrator, with
the NASAA Guidelines for Mortgage Programs as adopted by the NASAA membership on September
10, 1996, and published in CCH NASAA REPORTS, paragraph 701.

50.57(10) Real estate investment trusihe registration of a real estate investment trust may be
disallowed if it does not substantially comply, as determined by the administrator, with the NASAA
Statement of Policy Regarding Real Estate Investment Trusts as amended by the NASAA membershi
on September 29, 1993, and published in CCH NASAA REPORTS at paragraph 3401.

50.57(11) Corporate securities definitiongzor securities registration purposes, the administra-
tor adopts the various definitions set out in the NASAA Statement of Policy Regarding Corporate Se-
curities Definitions as adopted by the NASAA membership on April 27, 1997, and published in CCH
NASAA REPORTS at paragraph 3812.

50.57(12) Impoundment of proceed¥Vhen an impoundment of proceeds is necessary, it shall
substantially comply, as determined by the administrator, with the NASAA Statement of Policy Re-
garding the Impoundment of Proceeds as amended by the NASAA membership on April 27, 1997, anc
published in CCH NASAA REPORTS at paragraph 2154.

50.57(13) Loans and other material affiliated transaction®/hen there have been or will be
loans and other material affiliated transactions, they shall substantially comply, as determined by the
administrator, with the NASAA Statement of Policy Regarding Loans and Other Material Affiliated
Transactions as amended by the NASAA membership on April 27, 1997, and published in CCH
NASAA REPORTS at paragraph 374.

50.57(14) Options and warrantsOptions and warrants may be issued if they substantially com-
ply, as determined by the administrator, with the NASAA Statement of Policy Regarding Options and
Warrants as amended by the NASAA membership on April 27, 1997, and published in CCH NASAA
REPORTS at paragraph 2806.

50.57(15) Preferred stockA public offering of preferred stock may be allowed if it substantially
complies, as determined by the administrator, with the NASAA Statement of Policy Regarding Pre-
ferred Stock as amended by the NASAA membership on April 27, 1997, and published in CCH
NASAA REPORTS at paragraph 3006.

50.57(16) Promotional sharesThe registration of a security may include promotional shares if
it substantially complies, as determined by the administrator, with the NASAA Statement of Policy
Regarding Promotional Shares as adopted by the NASAA membership on April 27, 1997, and pub-
lished in CCH NASAA REPORTS at paragraph 3203.
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50.57(17) Underwriting expenses, underwriter's warrants, selling expenses and selling security
holders. The registration of a security may be disallowed if it does not substantially comply, as deter-
mined by the administrator, with the NASAA Statement of Policy Regarding Underwriting Expenses,
Underwriter’s Warrants, Selling Expenses and Selling Security Holders as adopted by the NASAA
membership on April 27, 1997, and published in CCH NASAA REPORTS at paragraph 3671.

50.57(18) Unsound financial conditionAn issuer may be deemed to be in an unsound financial
condition if it substantially complies, as determined by the administrator, with the NASAA Statement
of Policy Regarding Unsound Financial Condition as adopted by the NASAA membership on April
27, 1997, and published in CCH NASAA REPORTS at paragraph 3826.

50.57(19) Use of proceedslhe registration of a security may be disallowed if it does not sub-
stantially comply, as determined by the administrator, with the NASAA Statement of Policy Regarding
Specificity in Use of Proceeds as adopted by the NASAA membership on April 27, 1997, and pub-
lished in CCH NASAA REPORTS at paragraph 3835.

This rule is intended to implement lowa Code chapter 502.

REAL ESTATE PROGRAMS
191—50.580 50.66 Reserved.

191—50.67(502) Miscellaneous provisions concerning real estateoBrams. Rescinded IAB
1/19/94, effective 2/28/94.

191—50.68t050.78 Reserved.

191—50.79(502) Act definedWhen used in the rules promulgated by the securities bureau (502),
unless the context otherwise requires, “Act” means lowa Code chapter 502.

191—50.80(502) Commodity pool programsRescinded IAB 1/19/94, effective 2/28/94.

191—50.81(502) Brokerage services by national and state banks.

50.81(1) A bank may effect transactions in the following securities without registering as a broker-
dealer:

a. United States government securities.

b. Any security, including a revenue obligation, issued or guaranteed by the United States, any
state, any political subdivision of a state, or any agency or corporate or other instrumentality of the
foregoing, provided that revenue obligations are not underwritten by the bank.

c. Transactions as part of a sweep account program for the investment or reinvestment of deposit
funds into any no-load open-end investment company registered pursuant to the Investment Company
Act of 1940 that attempts to maintain a constant net asset value per share or has an investment policy
calling for investment of at least 80 percent of its assets in debt securities maturing in 13 months or less.

d. Transactions for the investment or reinvestment of deposit funds into repurchase agreements.

e. Certificates of deposit issued by a depository institution organized and supervised under the
laws of the United States or under the laws of a state.
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f.  Unsolicited securities transactions solely for the account of and as agent for customers, not to
exceed 200 transactions per year provided that:

(1) No investment advice or research services are provided in connection with these transactions
and

(2) The bank does not advertise or recommend transactions in specific securities.

g. Other transactions permitted by the administrator for good cause upon application and order.

50.81(2) A bank, pursuant to a contract with an lowa registered broker-dealer, may provide the
following ministerial securities services without registering as a broker-dealer:

a. Provide bank customers and the public with a telephone number of the broker-dealer and pro-
vide telephone facilities on bank premises for customers and members of the public to use in contactin
the broker-dealer.

b. Distribute literature to bank customers and members of the public about particular services
provided by the broker-dealer, subject to the requirements of subrule 50.81(4).

c. Provide broker-dealer account applications to bank customers and members of the public anc
assist them in completing such applications. The bank may mail account applications to a broker-
dealer. Account applications or a signed attachment shall contain the disclosures set forth in subruls
50.81(4) substantially in the form prescribed in subrule 50.81(5).

d. Assist bank customers who wish to transfer funds into and out of their bank accounts in con-
nection with securities transactions.

e. Provide bank customers and members of the public with mailers and assist them in transmit-
ting securities and securities documents to the broker-dealer in connection with securities transactions

50.81(3) A bank, pursuant to a contract with an lowa registered broker-dealer, may attempt to ef-
fect and effect securities transactions without registering as a broker-dealer if the bank meets all of the
following requirements:

a. Bankemployees who attempt to effect and effect securities transactions shall become licensec
agents of the broker-dealer and shall: (1) pass an acceptable subject matter examination including tf
National Association of Securities Dealers (NASD) Series 6 or 7 Examination, (2) pass the Uniform
Securities Agent State Law Examination (NASD Series 63), (3) register with the NASD, and (4) regis-
ter with the lowa securities bureau as agents of the broker-dealer.

b. If a bank permits a broker-dealer to provide securities services on bank premises, the bank
shall require the broker-dealer to clearly identify the office or office space so as to distinguish the
broker-dealer area from the bank. If securities services are provided in the same location as bank acti\
ities, there shall be a sign identifying the broker-dealer providing the securities services. This require-
ment shall only apply to areas in which the public has access.

c. A bank shall receive only the following types of compensation from the broker-dealer: (1)
transaction-related compensation, subject to subrule 50.81(7)"b,” (2) an administrative fee, (3) a
salary on behalf of the registered employees who are jointly employed by the bank and the broker-
dealer, and (4) lease payments.

50.81(4) A bank, which attempts to effect and effects securities transactions pursuant to a contract
with an lowa registered broker-dealer, may distribute advertisements or promotional materials without
registering as a broker-dealer, if the advertisements or promotional materials:

a. Clearly and prominently identify the broker-dealer.

b. Clearly and prominently disclose in bold print that securities transactions and earnings/profits
are not insured by the Federal Deposit Insurance Corporation (FDIC).
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c. Clearly and prominently disclose that securities offered by the broker-dealer are not guaran-
teed by, nor are they obligations of, the bank.

d. Clearly and prominently disclose that the bank and the broker-dealer are separate organiza-
tions.

50.81(5) The following or a similar statement in bold print and capital letters will satisfy the disclo-
sure requirements of subrule 50.81(4): “[NAME OF BROKER-DEALER] IS NOT A BANK AND
SECURITIES OFFERED BY IT ARE NOT BACKED OR GUARANTEED BY ANY BANK NOR
ARE THEY INSURED BY THE FDIC.”

50.81(6) The disclosure requirements of subrule 50.81(4) shall not apply to radio or television ad-
vertisements which do not exceed 30 seconds in length.

50.81(7) A bank may not engage in the following securities activities:

a. Distribute prospectuses to bank customers or to members of the public with respect to securi-
ties except: (1) in the exercise of trust functions permitted to banks, or (2) if registered as a broker-
dealer, or (3) if performing securities activities as permitted by subrules 50.81(1), 50.81(2), and
50.81(3).

b. Allow licensed joint employees of the bank and broker-dealer to split with unlicensed bank
employees commissions or other transaction-related remuneration derived from customers.

c. Transmit account statements, confirmations and other broker-dealer communications to bank
customers or members of the public unless the communications contain a disclosure statement as set
forth in subrules 50.81(4) and 50.81(5).

d. Permit employees of the bank who are not licensed securities agents of the broker-dealer to
receive or transmit orders to the broker-dealer from customers or the public, except as permitted in
subrule 50.81(1).

e. Permit employees of the bank who are not licensed agents of the broker-dealer to perform se-
curities functions which directly involve customer contact, except as set forth in subrules 50.81(1) and
50.81(2).

This rule is intended to implement lowa Code section 502.1@2(5)

191—50.82(502) Broker-dealers having contracts with national and state banks.

50.82(1) A broker-dealer which engages in securities activities with banks as permitted in subrules
50.81(2) and 50.81(3) shall maintain for three years and make available upon request the following
records:

a. Copies of all advertisements and promotional literature disseminated by the bank and broker-
dealer with respect to securities services and products offered by the broker-dealer to bank customers
and the public.

b. Copies of each contract executed between the bank and the broker-dealer which proposes to
sell securities to bank customers and the public.

c. Copies of new account forms to be completed by bank customers and members of the public
who open an account with the broker-dealer.

d. Listofallemployees who are licensed securities agents of the bank and broker-dealer and each
employee’s social security number and Central Registration Depository (CRD) number.

e. Copies of compliance and procedures manuals relating to the securities activities of the bank.

50.82(2) In addition to subrule 50.25(5), a broker-dealer which engages in securities transactions
with banks as permitted in subrules 50.81(2) and 50.81(3) shall not allow the use of the broker-dealer
name, logo or trademark on business cards or letterheads utilized by persons who are not lowa licensed
securities agents of the broker-dealer.

This rule is intended to implement lowa Code section 502.1@2(5)



IAC 10/12/94, 2/11/98 Insurance[191] Ch 50, p.35

191—50.83(502) Brokerage services by credit unions, savings banks and savings and loan insti-
tutions.

50.83(1) Credit unions, savings banks and savings and loan institutions may engage in securities
activities as permitted to banks under subrule 50.81(1), 50.81(2) and 50.81(3) without registering as
broker-dealers.

50.83(2) Credit unions, savings banks and savings and loan institutions which attempt to effect and
effect securities transactions pursuant to contracts with lowa registered broker-dealers may distribute
advertisements or promotional materials without registering as broker-dealers if the advertisements o
promotional materials:

a. Clearly and prominently identify the broker-dealer.

b. Clearly and prominently disclose in bold print that securities transactions and earnings/profits
are not insured by the (1) Federal Deposit Insurance Corporation (FDIC) in the case of savings bank
and savings and loan institutions, and (2) National Credit Union Association (NCUA) in the case of
credit unions.

c. Clearly and prominently disclose that securities offered by the broker-dealer are not guaran-
teed by nor are they obligations of the credit union, savings bank or savings and loan institution.

d. Clearly and prominently disclose that the credit union, savings bank or savings and loan insti-
tution and the broker-dealer are separate organizations.

50.83(3) The following or a similar statement in bold print and capital letters will satisfy the disclo-
sure requirements of subrule 50.83(2): “[NAME OF BROKER-DEALER] IS NOT A [SAVINGS
BANK], [SAVINGS AND LOAN INSTITUTION], [CREDIT UNION] AND SECURITIES OF-
FERED BY IT ARE NOT BACKED OR GUARANTEED BY ANY BANK, SAVINGS BANK, SAV-

INGS AND LOAN INSTITUTION OR CREDIT UNION NOR ARE THEY INSURED BY THE
[FDIC] [NCUA].”

50.83(4) The disclosure requirements of subrule 50.83(3) shall not apply to radio or television ad-
vertisements which do not exceed 30 seconds in length.

50.83(5) Credit unions, savings banks and savings and loan institutions may not:

a. Distribute prospectuses to customers or to members of the public with respect to securities ex-
cept: (1) in the exercise of trust functions permitted to them, or (2) if registered as a broker-dealer or
performing securities activities as permitted by subrule 50.83(1).

b. Engage in any of the activities proscribed under paragraphs 50B1(Zhrough
50.81(7)e.”

This rule is intended to implement lowa Code section 502.1@2(5)

191—50.84(502) Broker-dealers having contracts with credit unions, savings banks and savings
institutions. The requirements of rule 50.82(502) shall apply to broker-dealers having contracts with
credit unions, savings banks and savings institutions.

This rule is intended to implement lowa Code section 502.1@2(5)

191—50.85(502) Filing requirements for agricultural cooperative associations.

50.85(1) An agricultural cooperative association which issues notes or other evidences of in-
debtedness shall notify the administrator, in writing, 30 days before the security is initially sold. Notifi-
cation shall consist of the following information:

a. A description specifying the name of the issuer, the date of organization of the issuer and the
name of a contact person in the event additional information is requested by the administrator.
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b. A description specifying the class of persons to whom the offer of securities will be made. If
the offering is being made to certain persons or within a specified area, a description of such offerees or
area shall be included.

c. Adescription of the type of security to be offered which may include information on interest
and interest payment schedules, information regarding default, redemption, reinvestment, and other
facts regarding the rights of holders that the issuer deems material.

d. Financial statements of the agricultural cooperative association including (1) a balance sheet
as of the end of its most recent fiscal year, prepared in accordance with generally accepted accounting
principles and accompanied by an independent auditor’s report, and (2) other audited financial state-
ments of the association that are available; except that if the filing by the agricultural cooperative asso-
ciation is made within 90 days of the end of its most recent fiscal year and current audited financial
statements are not yet available for such fiscal year, the filing may consist of an audited balance sheet
and other available audited financial statements for the previous fiscal year, prepared in accordance
with generally accepted accounting principles and accompanied by an independent auditor’s report;
provided further, that the agricultural cooperative association shall file an audited balance sheet and
other available audited financial statements for its most recent fiscal year end as they become available
and within 90 days of the end of its fiscal year.

50.85(2) If, after the anniversary date of its initial notice filing, an agricultural cooperative associa-
tion continues to issue notes or other evidences of indebtedness in accordance with its initial notice
filing, the agricultural cooperative association shall annually file with the administrator an audited bal-
ance sheet and other available audited financial statements within 30 days of the anniversary of its ini-
tial notice filing. The anniversary date of the initial filing for an agricultural cooperative association
making its initial filing on the basis of a previous year’s audited financial statements shall be the date on
which such cooperative files the audited financial statements for its most recent fiscal year end. An
agricultural cooperative association which does not issue notes or other evidences of indebtedness af-
ter an anniversary date of its initial filing shall not be required to make any further filing of financial
information as a condition of qualifying for the exemption from registration.

50.85(3) Agricultural cooperative associations which issue notes or other evidences of indebted-
ness may use Form 1CP to file the information required in subrule 50.85(1). Form 1CP may be ob-
tained by contacting the lowa Securities Bureau, Lucas State Office Building, Second Floor, Des
Moines, lowa 50319.

50.85(4) Effectiveness of rules.

a. The filing requirements established by this rule become effective on July 1, 1992.

b. Sales of notes or other evidences of indebtedness prior to July 1, 1992, will not be deemed in
violation of this rule.

This rule is intended to implement lowa Code section 502.20%(13)

191—50.86t0 50.89 Reserved.

191—50.90 (502) World class foreign issuer exemption.

50.90(1) Securities meeting the following conditions are exempted from lowa Code sections
502.201 and 502.602:

a. Equity securities except options, warrants, preferred stock, subscription rights, securities con-
vertible into equity securities or any right to subscribe to or purchase such options, warrants, convert-
ible securities or preferred stock;
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b. Units consisting of equity securities permitted by 50.9@(1)and warrants to purchase the
same equity security being offered in the unit;

c. Nonconvertible debt securities that are rated in one of the four highest categories of Standard &
Poor’s, Moody’s, Dominion Bond Rating Services or Canadian Bond Rating Services. For purposes of
this paragraph, nonconvertible debt securities means securities that cannot be converted for at least ol
year from the date of issuance and then only into equity shares of the issuer or its parent;

d. American Depository Receipts representing securities described in 50690t,) or“c.”

50.90(2) The issuer is not organized under the laws of the United States, or any state, territory or
possession of the United States, or of the District of Columbia or Puerto Rico.

50.90(3) The issuer, at the time an offer or sale is made under this rule, has been a going concert
engaged in continuous business operations for the immediate past five years and, during that perioc
has not been the subject of a proceeding relating to insolvency, bankruptcy, involuntary administra-
tion, receivership or similar proceeding. For purposes of this subrule, the operating history of any
predecessor that represented more than 50 percent of the value of the assets of the issuer that otherw
would have met the conditions of this section may be used toward the five-year requirement.

50.90(4) The issuer, at the time of the offer or sale under this rule, has a public float of U.S. $1
billion or more. For purposes of this subrule:

a. Public float means the market value of all outstanding equity shares owned by nonaffiliates.

b. Equity shares means common shares, nonvoting equity shares and subordinate or restricte:
voting equity shares, but does not include preferred shares.

c. An affiliate of a person is anyone who beneficially owns, directly or indirectly, or exercises
control or direction over, more than 10 percent of the outstanding equity shares of such person.

50.90(5) The market value of the issuer’s shares, at the time an offer or sale is made under this rule
is U.S. $3 billion or more. For purposes of this subrule equity shares means common shares, nonvotin
equity shares and subordinate or restricted voting equity shares, but does not include preferred share

50.90(6) The issuer, at the time an offer or sale is made under this rule, has a class of equity securi
ties listed for trading on or through the facilities of a foreign securities exchange or recognized foreign
securities market included in Rule 902(a)(1) or successor rule promulgated under the Securities Act o
1933 or designated by the U.S. Securities and Exchange Commission under Rule 902(a)(2) promul
gated under the Securities Act of 1933.

This rule is intended to implement lowa Code section 502.203(18).

191—50.91(502) Solicitations of interest prior to the filing of the registration statement.

50.91(1) An offer, but not a sale, of a security made by or on behalf of an issuer for the sole purpose
of soliciting an indication of interest in receiving a prospectus (or its equivalent) for such security is
exempt from lowa Code section 502.201 if all of the following conditions are satisfied:

a. Theissueris orwill be a business entity organized under the laws of one of the states or posses
sions of the United States or one of the provinces or territories of Canada, is engaged in or proposes t
engage in a business other than petroleum exploration or production or mining or other extractive in-
dustries and is not a “blind pool” offering or other offering for which the specific business or properties
cannot now be described.
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b. The offerer intends to register the security in this state and conduct its offering pursuant to ei-
ther Regulation A or Rule 504 of Regulation D, as promulgated by the Securities and Exchange Com-
mission.

c. Tenbusiness days prior to the initial solicitation of interest under this rule, the offerer files with
the administrator a Solicitation of Interest Form along with any other materials to be used to conduct
solicitations of interest, including, but not limited to, the script of any broadcast to be made and a copy
of any notice to be published.

d. Amendments to the foregoing materials or additional materials to be used to conduct solicita-
tions of interest, except for materials provided to a particular investor pursuant to a request by that in-
vestor, are filed with the administrator five business days prior to usage.

e. No Solicitation of Interest Form, script, advertisement or other material which the offerer has
been notified by the administrator not to distribute is used to solicit indications of interest.

f.  Exceptfor scripted broadcasts and except to the extent necessary to obtain information needed
to provide a Solicitation of Interest Form, the offerer does not orally communicate with any prospec-
tive investor about the contemplated offering unless the investor is provided with the most current So-
licitation of Interest Form at or before the time of the communication or within five days from the com-
munication.

g. During the solicitation of interest period, the offerer does not solicit or accept money or a com-
mitment to purchase securities.

h. No sale is made until seven days after delivery to the purchaser of a final prospectus, or in those
instances in which delivery of a preliminary prospectus is allowed under lowa Code section
502.203(12), a preliminary prospectus.

i.  The offerer does not know, and in the exercise of reasonable care, could not know that any of
the issuer’s officers, directors, 10 percent shareholders or promoters:

(1) Have filed a registration statement which is the subject of a current effective registration stop
order entered pursuant to any federal or state securities law within five years prior to the filing of the
Solicitation of Interest Form.

(2) Have been convicted within five years prior to the filing of the Solicitation of Interest Form of
any felony or misdemeanor in connection with the offer, purchase or sale of any security or any felony
involving fraud or deceit, including, but not limited to, forgery, embezzlement, obtaining money under
false pretenses, larceny, or conspiracy to defraud.

(3) Are currently subject to any federal or state administrative enforcement order or judgment en-
tered by any state securities administrator or the Securities and Exchange Commission within five
years prior to the filing of the Solicitation of Interest Form in which fraud or deceit, including, but not
limited to, the making of untrue statements of material facts and omitting to state material facts, was
found.

(4) Are subjectto any federal or state administrative order or judgment which prohibits, denies, or
revokes the use of any exemption from registration in connection with the offer, purchase or sale of
securities.

(5) Are currently subject to any order, judgment, or decree of any court of competent jurisdiction
temporarily or preliminarily restraining or enjoining, or are the subject of any order, judgment or de-
cree of any court of competent jurisdiction, permanently restraining or enjoining such party from en-
gaging or continuing any conduct or practice in connection with the purchase or sale of any security or
involving the making of any false filing with the state, entered within five years prior to the filing of the
Solicitation of Interest Form.
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The prohibitions listed above shall not apply if the person subject to the disqualification is duly li-
censed or registered to conduct securities-related business in the state in which the administrative ords
or judgment was entered against such person or if the broker-dealer employing such party is licensed
registered in this state and the Form B-D filed with this state discloses the order, conviction, judgment,
or decree relating to such person. No person disqualified under this subparagraph may act in a capaci
other than that for which the person is licensed or registered. Any disqualification caused by paragrapl
“i”is automatically waived if the agency which created the disqualification determines upon a show-
ing of good cause that it is not necessary under the circumstances that the exemption be denied.

50.91(2) A failure to comply with a term, condition or requirement of subrule 50.91(1) of this rule
will not result in the loss of the exemption from the requirements of lowa Code section 502.210 for any
offer to a particular individual or entity if the offerer shows:

a. The failure to comply did not pertain to a term, condition or requirement directly intended to
protect that particular individual or entity; and

b. The failure to comply was insignificant with respect to the offering as a whole; and

c. Agood faith and reasonable attempt was made to comply with all applicable terms, conditions
and requirements of subrule 50.91(1).

Where an exemption is established only through reliance upon subrule 50.91(2), the failure to com-
ply shall nonetheless be actionable as a violation of the Act by the administrator under lowa Code sec
tion 502.604.

50.91(3) The offerer shall comply with the requirements set forth below. Failure to comply will not
result in the loss of the exemption from the requirements of lowa Code section 502.201, but shall be ¢
violation of lowa Code chapter 502, be actionable by the administrator under lowa Code section
502.604, and constitute grounds for denying or revoking the exemption as to specific transactions.

a. Any published notice or script for broadcast and any printed material delivered apart from the
Solicitation of Interest Form must contain at least the identity of the chief executive officer of the issu-
er, a brief and general description of its business and products, and the following legends:

(1) NO MONEY OR OTHER CONSIDERATIONIS BEING SOLICITED AND NONE WILL BE ACCEPTED

(2) NOSALESOF THE SECURITIESWILL BE MADE OR COMMITMENT TO PURCHASEACCEPTEDUNTIL DE-

LIVERY OF AN OFFERINGCIRCULAR THAT INCLUDES COMPLETEINFORMATION ABOUT THE ISSUERAND THE
OFFERING

(3) AN INDICATION OF INTERESTMADE BY A PROSPECTIVEINVESTOR INVOLVES NO OBLIGATION OR
COMMITMENT OF ANY KIND; and

(4) THIS OFFERIS BEING MADE PURSUANTTO AN EXEMPTION UNDER FEDERAL AND STATE SECURITIES
LAWS. NO SALE MAY BE MADE UNTIL THE OFFERINGSTATEMENT IS QUALIFIED BY THE SECURITIESAND EX-

CHANGE COMMISSION AND IS REGISTEREDIN THIS STATE.

This requirement shall not apply to the delivery of printed material to a person who has already re-
ceived a Solicitation of Interest Form with the legends correctly included.

b. Allcommunications with prospective investors made in reliance on this rule must cease after a
registration statement is filed in this state, and no sale may be made until at least 20 calendar days aft
the last communication made in reliance on this rule.

c. A preliminary prospectus may only be used in connection with an offering for which indica-
tions of interest have been solicited under this rule if the offering is conducted by a registered broker-
dealer.
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50.91(4) The administrator may waive any condition of this exemption in writing, upon applica-
tion by the offerer and good cause having been shown. Neither compliance nor attempted compliance
with this rule, nor the absence of any objection or order by the administrator with respect to any offer of
securities undertaken pursuant to this rule, shall be deemed to be a waiver of any condition of the rule or
deemed to be a confirmation by the administrator of the availability of this rule.

50.91(5) Offers made in reliance on this rule will not be integrated with subsequent offers or sales
of securities that are registered in this state. Issuers on whose behalf indications of interest are solicited
under this rule may not make offers or sales in reliance on lowa Code section 502.203(9) or rule
191—50.16 (502) until 12 months after the last communication with a prospective investor made pur-
suant to this rule.

50.91(6) Conditions.

a. Nothing in this rule shall be interpreted to limit the application of lowa Code sections 502.401
and 502.501 et seq., to offers made in reliance on this rule.

b. The administrator may or may not review the materials filed pursuant to this rule. Materials
filed, if reviewed, will be judged under antifraud principles. Any discussion in the offering documents
of the potential rewards of the investment must be balanced by a discussion of possible risks.

c. Any offer effected in violation of this rule may constitute an unlawful offer of an unregistered
security for which civil liability attaches under lowa Code section 502.501 et seq. Likewise any mis-
representation or omission may give rise to civil liability under lowa Code chapter 502. A subsequent
registration of the security does not “cure” the previous unlawful offer. Only a rescission offer made in
accordance with the provisions of the Act can accomplish such a “cure.”

This rule is intended to implement lowa Code section 502.203(18).

191—50.92 (502) Streamlined registration for certain equity securities.

50.92(1) An equity security meeting the conditions set forth in this rule may be registered under
lowa Code section 502.206.

50.92(2) In order to register under this rule, all of the following conditions, unless otherwise
waived by the administrator, must be satisfied:

a. Theissuer mustbe a corporation organized under the laws of one of the states or possessions of
the United States.

b. The offering price for common stock, the exercise price if the securities are options, warrants,
or rights for common stock, or the conversion price if the securities are convertible into common stock
must be equal or greater than $5 per share.

c. The issuer of the security has (or will have upon completion of the offering) total assets ex-
ceeding $10 million.

d. The security will be offered pursuant to a firm underwriting.

e. The security is the subject of a registration statement filed on Form S-1 or Form SB-2 with the
Securities and Exchange Commission.

f.  The registration statement the issuer files with the administrator contains audited financial
statements for each of the two most recent fiscal years of its operations ending before the filing of the
registration statement, and the audited financial statements do not contain an auditor’s report for the
issuer’s most recent fiscal year expressing substantial doubt about the issuer’s ability to continue as a
going concern.
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50.92(3) This rule is not applicable to a security if:

a. Theissueris ablind pool or other offering for which the specific business or properties cannot
now be described.

b. Theissuer, or a principal officer or principal shareholder thereof, or a broker-dealer offering or
selling the securities.

(1) Is subject to statutory disqualification, as defined in subparagraph (A), (B), (C), or (D) of Sec-
tion 3(a)(39) of the Securities Exchange Act of 1934 (15 U.S.C. 78¢(a)(39)); or

(2) Has been convicted within ten years prior to the offering of any felony under federal or state
law in connection with the offer, purchase, or sale of any security, or any felony under federal or state
law involving fraud or deceit; or

(3) Iscurrently named in and subject to any order, judgment, or decree of any court of competent
jurisdiction acting pursuant to federal or state law temporarily or permanently restraining or enjoining
the person from engaging in or continuing any conduct or practice in connection with a security; or

(4) Hasfiled aregistration statement which is the subject of a currently effective stop order entered
pursuant to any state’s securities law within five years prior to the offering; or

(5) Is currently subject to any state administrative enforcement order or judgment entered by that
state’s securities administrator within five years prior to the offering, or is currently subject to any
state’s administrative enforcement order or judgment in which fraud or deceit was found within five
years prior to the offering; or

(6) Is subject to any state’s administrative order or judgment which prohibits, denies, or revokes
the use of any exemption from registration in connection with the offer, sale, or purchase of any securi-
ty, or involves the making of a false filing with the state within five years of the offering.

c. The disqualification of a person pursuant to 50.9B(3)may be waived by the administrator
if the order, conviction, judgment, or decree relating to the person’s disqualification has been disclosec
in writing to the administrator and the administrator has determined, upon a showing of good cause,
that the public interest no longer requires the person to be disqualified.

50.92(4) A filing made pursuant to this rule will be reviewed for compliance with the rule within
ten business days of receipt, and it will either be made effective upon review, or earlier if the adminis-
trator permits a shorter time frame, or comments explaining the noncompliance with the rule will be
promptly sent to the applicant.

50.92(5) The administrator will not deny effectiveness under this rule on the basis of rules
191—50.36(502), 50.37(502), or 50.38(502), or on the basis of the financial condition of the issuer
under lowa Code section 502.209(1) provided:

a. Inthe case of

(1) A security issued to a promoter within three years immediately preceding the offering or to be
issued to a promoter for a consideration substantially less than the offering price; or

(2) A security issued to a promoter for a consideration other than cash, unless the registrant dem
onstrates that the value of the noncash consideration received in exchange for the security is substa
tially equal to the offering price for the security.

The securities shall be the subject of a lockup with the managing underwriter for a period of no less
than 180 days, or a longer period if requested by the managing underwriters of the offering.
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b. For purposes of this rule, “promoter” includes:

(1) A person who, acting alone or in concert with one or more other persons, founds or organizes
the business or enterprise of an issuer;

(2) An officer or director owning securities of an issuer or a person who owns, beneficially or of
record, 10 percent or more of a class of securities of the issuer if the officer, director, or person acquires
any of those securities in a transaction within three years before the filing by the issuer of a registration
statement under this rule and the transaction does not possess the indicia of arm’s-length bargaining;
and

(3) A member of the immediate family of a person within subparagraph (1) or (2) if the family
member receives securities of the issuer from that person in a transaction within three years before the
filing by the issuer of the registration statement under this rule and the transaction does not possess the
indicia of arm’s-length bargaining.

c. A copy of the lockup agreement should be filed with the administrator.

This rule is intended to implement lowa Code section 502.203(18).

191—50.93(502) Manual or electronically available information exemptiorilhe following trans-

action is exempted from lowa Code sections 502.201 and 502.602. Any nonissuer transaction by a
registered agent of a registered broker-dealer, and any resale transaction by a sponsor of a unit invest-
ment trust registered under the Investment Company Act of 1940, in a security of a class that has been
outstanding in the hands of the public for at least 90 days, provided, at the time of the transaction:

50.93(1) The issuer of the security is actually engaged in business and not in the organizational
stage or in bankruptcy or receivership and is not a blank check, blind pool or shell company whose
primary plan of business is to engage in a merger or combination of the business with, or an acquisition
of, an unidentified person or persons;

50.93(2) The security is sold at a price reasonably related to the current market price of the security;

50.93(3) The security does not constitute the whole or part of an unsold allotment to, or a subscrip-
tion or participation by, the broker-dealer as an underwriter of the security;

50.94(4) The nationally recognized manuals of Moody'’s or Standard & Poor’s, or a document filed
with the U.S. Securities and Exchange Commission (SEC) which is publicly available through the
SEC's Electronic Data Gathering or Retrieval System (EDGAR) contains:

a. A description of the business and operations of the issuer,

b. The names of the issuer’s officers and the names of the issuer’s directors, if any, or, in the case
of a non-U.S. issuer, the corporate equivalents of such persons in the issuer’s country of domicile,

c. Anaudited balance sheet of the issuer as of a date within 18 months or, in the case of a reorgani-
zation or merger where the parties to the reorganization or merger had such audited balance sheet, a pro
forma balance sheet, and

d. An audited income statement for each of the issuer’s immediately preceding two fiscal years,
or for the period of existence of the issuer, if in existence for less than two years or, in the case of a
reorganization or merger where the parties to the reorganization or merger had such audited income
statement, a pro forma income statement; and
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50.93(5) The issuer of the security has a class of equity securities listed on a national securities
exchange registered under the Securities Exchange Act of 1934, or designated for trading on the Ne
tional Association of Securities Dealers Automated Quotation System (NASDAQ), unless:

a. Theissuer of the security is a unit investment trust registered under the Investment Company
Act of 1940, or

b. The issuer of the security has been engaged in continuous business (including predecessors
for at least three years, or

c. The issuer of the security has total assets of at least $2 million based on an audited balanc:
sheet as of a date within 18 months or, in the case of a reorganization or merger where the parties to tt
reorganization or merger had such audited balance sheet, a pro forma balance sheet.

This rule is intended to implement lowa Code section 502.203(18).

191—50.94(502) Electronic filing with designated entity.

50.94(1) Designation. Pursuant to the uniform securities Act, lowa Code section 502.302(1) as
amended by 2001 lowa Acts, Senate File 473, the administrator designates the Web-based Investme
Adviser Registration Depository (IARD) operated by the National Association of Securities Dealers to
receive and store filings and collect related fees from investment advisers on behalf of the administrator

50.94(2) Use of IARD. Unless otherwise provided, all investment adviser applications, amend-
ments, reports, notices, related filings and fees required to be filed with the administrator pursuant to
the rules promulgated under the Act shall be filed electronically with and transmitted to IARD. The
following additional conditions relate to such electronic filings:

a. Electronic signatureWhen a signature or signatures are required by the particular instructions
of any filing to be made through IARD, a duly authorized signatory of the applicant, as required, shall
affix the duly authorized signatory’s electronic signature to the filing by typing the duly authorized
signatory’s name in the appropriate fields and submitting the filing to IARD. Submission of afiling in
this manner shall constitute irrefutable evidence of legal signature by any individuals whose names are
typed on the filing.

b. When filedSolely for purposes of a filing made through IARD, a document is considered filed
with the administrator when all fees are received and the filing is accepted by IARD on behalf of the
state.

50.94(3) Electronic filing. Notwithstanding subrule 50.94(2), the electronic filing of any particu-
lar document and the collection of related processing fees shall not be required until such time as IARC
provides for receipt of such filings and fees and 30 days’ notice is provided by the administrator. Any
documents or fees required to be filed with the administrator that are not permitted to be filed with or
cannot be accepted by IARD shall be filed directly with the administrator.

50.94(4) Hardship exemptionsThis section provides two hardship exemptions from the require-
ments to make electronic filings as required by the rules.

a. Temporary hardship exemption.

(1) Investment advisers registered or required to be registered under the Act who experience un
anticipated technical difficulties that prevent submission of an electronic filing to IARD may request a
temporary hardship exemption from the requirements to file electronically.

(2) To request a temporary hardship exemption, the investment adviser must:

1. File Form ADV-H [17 CFR 279.3] in paper format with the administrator where the invest-
ment adviser’s principal place of business is located, no later than one business day after the filing tha
is the subject of the Form ADV-H was due; and

2. Submit the filing that is the subject of the Form ADV-H in electronic format to IARD no later
than seven business days after the filing was due.

(3) Effective date—upon filing. The temporary hardship exemption will be deemed effective
upon receipt by the administrator of the complete Form ADV-H. Multiple temporary hardship exemp-
tion requests within the same calendar year may be disallowed by the administrator.
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b. Continuing hardship exemption.

(1) Criteria for exemption. A continuing hardship exemption will be granted only if the invest-
ment adviser is able to demonstrate that the electronic filing requirements of this rule are prohibitively
burdensome.

(2) To apply for a continuing hardship exemption, the investment adviser must:

1. File Form ADV-H [17 CFR 279.3] in paper format with the administrator at least 20 business
days before a filing is due; and

2. Ifafiling is due to more than one administrator, the Form ADV-H must be filed with the admin-
istrator where the investment adviser’s principal place of business is located. The administrator who
received the application will grant or deny the application within ten business days after the filing of
Form ADV-H.

(3) Effective date—upon approval. The exemption is effective upon approval by the administra-
tor. The time period of the exemption may be no longer than one year after the date on which the Form
ADV-H is filed. If the administrator approves the application, the investment adviser must, no later
than five business days after the exemption approval date, submit filings to IARD in paper format
(along with the appropriate processing fees) for the period of time for which the exemption is granted.

c. Recognition of exemptioithe decision to grant or deny a request for hardship exemption will
be made by the administrator where the investment adviser’s principal place of business is located and
shall be followed by the administrator in the other state(s) where the investment adviser is registered.

This rule is intended to implement lowa Code section 502.302 as amended by 2001 lowa Acts, Sen-
ate File 473.

191—50.95(502) Investment adviser representative applications and renewals.

50.95(1) Investment adviser representative applicatiofs.applicant for initial registration as an
investment adviser representative shall file with the administrator:

a. A complete, current Form U-4 (Uniform Application for Securities Industry Registration or
Transfer), manually executed by both the individual applicant and the investment adviser.

b. The fee of $30 required by lowa Code Supplement section 502.302(2) as amended by 1998
lowa Acts, chapter 1106, with checks made payable to the Commissioner of Insurance.

c. Any other information that the administrator determines is relevant to the application.

50.95(2) Investment adviser representative renewdtsery applicant for renewal of an invest-
ment adviser representative license shall annually file with the administrator, preferably between
October 1 and December 1:

a. Alist of investment adviser representatives to be renewed and an attestation that the docu-
ments on file are current (lowa Investment Adviser Certification Form).

b. Amendments not previously filed pursuant to rule 50.96 (502).

c. The fee of $30 for each renewal required by lowa Code Supplement section 502.302(2) as
amended by 1998 lowa Acts, chapter 1106, with checks made payable to the Commissioner of Insurance.

This rule is intended to implement lowa Code chapter 502 as amended by 1998 lowa Acts, chapter
1106.

191—50.96(502) Investment adviser applications and renewals.

50.96(1) Investment adviser applications—required filing&e application for initial registration
as an investment adviser pursuant to the uniform securities Act, lowa Code section 502.302(1) as
amended by 2001 lowa Acts, Senate File 473, shall be made by:

a. Completing Form ADV Part | (Uniform Application for Investment Adviser Registration)
[17 CFR 279.1] in accordance with the form instructions and by filing Part | with IARD;

b. Submitting the $100 filing fee to IARD as required by the Act, lowa Code section 502.302(3)
as amended by 2001 lowa Acts, Senate File 473;

c. Completing Form ADV Part Il and by filing Part Il with the administrator.
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50.96(2) Investment adviser applications—discretionary filingke application for initial regis-
tration may also include the following:

a. Suchfinancial statements as set forth in rule 50.106(502), including a copy of the balance shee
for the last fiscal year, and if such balance sheet is as of a date more than 45 days from the date of filin
of the application, an unaudited balance sheet prepared as set forth in rule 50.106(502);

b. A copy of the surety bond required by rule 50.107(502), if applicable, shall be made available
upon request of the administrator; and

c. Any other information the administrator may reasonably require.

50.96(3) Investment adviser renewals—required filingsinual renewals by investment advisers
shall be made by:

a. Filing with IARD an annual renewal registration as an investment adviser;

b. Submitting the $100 filing fee to IARD as required by the uniform securities Act, lowa Code
section 502.302(3) as amended by 2001 lowa Acts, Senate File 473.

50.96(4) Investment adviser renewals—discretionary filingse administrator may require the
filing of a surety bond under rule 50.107(502).

50.96(5) Updates and amendments.

a. Aninvestment adviser must file with IARD, in accordance with the instructions in the Form
ADV, any amendments to the investment adviser’s Form ADV;

b. Anamendmentwill be considered to be filed promptly if the amendment is filed within 30 days
of the event that requires the filing of the amendment; and

c. Within 90 days of the end of the investment adviser’s fiscal year, an investment adviser must
file with IARD an updated Form ADV.

50.96(6) Completion of filing.An application for initial or renewal registration is not considered
filed for purposes of the uniform securities Act, lowa Code section 502.302(1) as amended by 2001
lowa Acts, Senate File 473, until the required fee and all required submissions have been received b
the administrator.

This rule is intended to implement lowa Code section 502.302 as amended by 2001 lowa Acts, Sen
ate File 473.

191—50.97(502) Notice filing requirements for federal covered advisers.

50.97(1) Notice filing. The notice filing for a federal covered adviser pursuant to the uniform secu-
rities Act, lowa Code section 502.302(2), shall be filed with IARD on an executed Form ADV (Uni-
form Application for Investment Adviser Registration) [17 CFR 279.1]. A notice filing of a federal
covered adviser shall be deemed filed when the fee required by the Act, lowa Code section 502.302(3
as amended by 2001 lowa Acts, Senate File 473, and Form ADV are filed and accepted by IARD on
behalf of the state.

50.97(2) Portions of Form ADV not yet accepted by IARINtil IARD provides for the filing of
Part Il of Form ADV, the administrator will deem Part || of Form ADV filed if a federal covered adviser
provides, within five days of a request, Part Il of Form ADV to the administrator. A federal covered
adviser is not required to submit Part Il of Form ADV to the administrator unless requested.

50.97(3) Renewal.The annual renewal of the notice filing for a federal covered adviser pursuant to
the uniform securities Act, lowa Code section 502.302 as amended by 2001 lowa Acts, Senate File
473, shall be filed with IARD. The renewal of the notice filing for a federal covered adviser shall be
deemed filed when the fee required by the Act, lowa Code section 502.302(3) as amended by 200:
lowa Acts, Senate File 473, is filed with and accepted by IARD on behalf of the state.

50.97(4) Updates and amendmentsfederal covered adviser must file with IARD, in accordance
with instructions in Form ADV, any amendments to the federal covered adviser’s Form ADV.

This rule is intended to implement lowa Code section 502.302 as amended by 2001 lowa Acts, Sen
ate File 473.
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191—50.98(502) Transition schedule for conversion to IARD.

50.98(1) Electronic filing of Form ADV.

a. By November 1, 2001, each investment adviser registered or required to be registered under
the Act must resubmitits Form ADV electronically with IARD if it has not previously done so, unless it
has been granted a hardship exemption under subrule 50.94(4).

b. If the amendment to Form ADV is made after November 1, 2001, or at an earlier date if an
investment adviser has filed its Form ADV [17 CFR 279.1] (or any amendments to Form ADV) elec-
tronically with IARD, the licensee must file amendments to Form ADV required by this rule electroni-
cally with IARD, unless it has been granted a hardship exemption under subrule 50.94(4).

50.98(2) Reserved.

This rule is intended to implement lowa Code section 502.302 as amended by 2001 lowa Acts, Sen-
ate File 473.

191—50.99(502) Withdrawal of investment adviser registration.

50.99(1) Investment adviseThe application for withdrawal of registration as an investment ad-
viser pursuant to the uniform securities Act, lowa Code section 502.304, shall be completed by follow-
ing the instructions on Form ADV-W (Notice of Withdrawal from Registration as Investment Adviser)
[17 CFR 279.2] and filed upon Form ADV-W with IARD.

50.99(2) Reserved.

This rule is intended to implement lowa Code section 502.302 as amended by 2001 lowa Acts, Sen-
ate File 473.

191—50.100(502) Definition of investment adviser representative of a federal covered adviser.

50.100(1) The term “investment adviser representative” as used in lowa Code chapter 502 and as
employed by or associated with a federal covered adviser only includes a person who has a “place of
business” in this state, as defined in 50.10@(2) and who either:

a. Is a"supervised person,” as defined in 50.10@(2) provided the supervised person:

(1) Has clients more than 10 percent of whom are natural persons, other than “excepted persons,”
as defined in 50.100(2),” or has no more than five clients who are natural persons other than “ex-
cepted persons” as defined in 50.10042)

(2) On aregular basis solicits, meets with, or otherwise communicates with clients of a federal
covered adviser, and

(3) Does not provide only “impersonal investment advice,” as defined in 50.190(2 who

b. Isnota “supervised person” as that term is defined in 50.1@0(2nd solicits, offers or ne-
gotiates for the sale of or sells investment advisory services on behalf of a federal covered adviser.

50.100(2) For purposes of subrule 50.100(1):

a. “Excepted person” means a natural person who:

(1) Immediately after entering into the investment advisory contract with the investment adviser
has at least $750,000 under management with the investment adviser;

(2) The investment adviser reasonably believes, immediately prior to entering into the advisory
contract, has a net worth (together with assets held jointly with a spouse) of more than $1,500,000 at the
time the contract is entered into;

(3) Owns not less than $5,000,000 in investments at the time the advisory contract is entered into;

(4) Is an executive officer, director, trustee, general partner or person serving in a similar capacity,
of the federal covered adviser;
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(5) Isanemployee of the federal covered adviser (other than an employee performing solely cleri-
cal, secretarial or administrative functions with regard to the federal covered adviser) and who, in con-
nection with the employee’s regular functions or duties, participates in the investment activities of such
federal covered adviser, provided that such employee has been performing such functions and dutie
for or on behalf of the federal covered adviser, or substantially similar functions or duties for or on
behalf of another company for at least 12 months; or

(6) Is not a resident of the United States.

b. “Impersonal investment advice” means investment advisory services provided by means of
written material or oral statements that do not purport to meet the objectives or needs of specific indi-
viduals or accounts.

c. “Supervised person” means any partner, officer, director (or other person occupying a similar
status or performing similar functions), or employee of an investment adviser, or other person who
provides investment advice on behalf of the investment adviser and is subject to the supervision anc
control of the investment adviser.

d. “Place of business” means:

(1) An office at which the investment adviser representative regularly provides investment advi-
sory services, solicits, meets with, or otherwise communicates with clients, or

(2) Any other location that is held out to the general public as a location at which the investment
adviser representative provides investment advisory services, solicits, meets with, or otherwise com:
municates with clients.

e. “Client” means

(1) A natural person and any of the following:

1. Any minor child of the natural person;

2. Anyrelative, spouse, or relative of the spouse of the natural person who has the same principa
residence;

3. All accounts of which the natural person or the persons referred to in 50:@00#)both,
are the only primary beneficiaries; and

4. Alltrusts of which the natural person or the person referred to in 50.160(8j both, are the
only primary beneficiaries;

(2) A corporation, general partnership, limited partnership, limited liability company, trust (other
than atrust referred to in 50.100@2) (1)“4"), or other legal organization (any of which are referred to
hereinafter as a “legal organization”) that receives investment advice based on its investment objec
tives rather than the individual investment objectives of its shareholders, partners, limited partners,
members, or beneficiaries (any of which are referred to hereinafter as an “owner”); and

(3) Two or more legal organizations referred to in 50.106{2R) that have identical owners.

50.100(3) Supervised persons may rely on the definition of “client” in 50.108(2)o identify
clients for purposes of subrule 50.100(1), except that supervised persons need not count clients that a
not residents of the United States.

This rule is intended to implement lowa Code chapter 502.

191—50.101(502) Investment adviser disclosure statement.

50.101(1) Unless otherwise provided, an investment adviser, registered or required to be regis-
tered pursuant to lowa Code section 502.301, shall furnish each advisory client and prospective advi
sory client with a written disclosure statement. The disclosure statement may be a copy of Part Il of the
adviser’s Form ADV or written documents containing at least the information then required by Part I
of Form ADV, or such other information as the administrator may require.

50.101(2) Except as provided in paragrdigh below, an investment adviser shall deliver the writ-
ten disclosure statement to an advisory client or prospective advisory client as follows:

a. Notlessthan 48 hours prior to entering into any investment advisory contract with the client or
prospective client; or
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b. At the time of entering into the contract, if the advisory client has the right to terminate the
contract without penalty within five business days after entering into the contract.

c. Thedisclosure statement need not be delivered in connection with entering into a contract for
impersonal advisory services.

50.101(3) Except as provided in paragrdai below, an investment adviser shall annually deliv-
er, or offer in writing to deliver upon written request, the written disclosure statement to each of the
adviser’s advisory clients without charge.

a. Thedisclosure statement need not be delivered or offered to advisory clients receiving services
solely pursuant to a contract for impersonal advisory services requiring a payment of less than $200.

b. With respect to an advisory client entering into a contract or receiving advisory services pur-
suant to a contract for impersonal advisory services which requires a payment of $200 or more, an offer
of the type specified in this rule shall also be made at the time of entering into an advisory contract.
The investment adviser shall deliver the written statement to the client within seven days of receiving a
written request made pursuant to an offer required by this rule.

50.101(4) An investment adviser that renders substantially different types of advisory services to
different advisory clients may omit information required by Part Il of Form ADV from the statement
furnished to an advisory client or prospective advisory client, if the omitted information applies only to
a type of investment advisory service or fee which is not rendered or charged, or proposed to be ren-
dered or charged, to that client or prospective client.

50.101(5) Nothing in this rule shall relieve any investment adviser from any obligation pursuant to
any provision of lowa Code chapter 502 or the rules thereunder or other federal or state law to disclose
any information to the adviser’s advisory clients or prospective advisory clients not specifically re-
quired by this rule.

50.101(6) For purposes of this rule:

a. Contract for impersonal advisory services means any contract relating solely to the provision
of investment advisory services:

(1) By means of written material or oral statements which do not purport to meet the objectives or
needs of specific individuals or accounts;

(2) Through the issuance of statistical information containing no expression of opinion as to the
investment merits of a particular security; or

(3) Any combination of the foregoing services.

b. Entering into, in reference to an investment advisory contract, does not include an extension or
renewal without material change of the contract which is in effectimmediately prior to the extension or
renewal.

This rule is intended to implement lowa Code chapter 502.

191—50.102 Reserved.

191—50.103(502) Cash solicitation.

50.103(1) It shall constitute an act, practice, or course of conduct which operates as a fraud or de-
ceit upon a person, as provided under lowa Code section 502.401(3), for any investment adviser to pay
a cash fee, directly or indirectly, to a solicitor with respect to solicitation activities unless:

a. The solicitor is not a person:

(1) Subject to an order issued by the administrator under lowa Code section 502.304(1), or

(2) Convicted within the previous ten years of any felony or misdemeanor involving conduct de-
scribed in lowa Code section 502.304¢€1) or

(3) Who has been found by the administrator to have engaged, or has been convicted of engaging,
in any of the conduct specified in lowa Code section 502.405, 502.304(by 502.304(1),” orhas
materially aided in the act of violation of 502.304¢ll) or
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(4) Subject to an order, judgment, or decree described in lowa Code section 502130dx1)

(5) Described in the rules implementing lowa Code chapter 502; and

b. Such cash fee is paid pursuant to a written agreement to which the adviser is a party; and

c. Such cash fee is paid to a solicitor:

(1) With respect to solicitation activities for the provision of impersonal advisory services only; or

(2) Whois:

1. A partner, officer, director or employee of such investment adviser, or

2. A npartner, officer, director or employee of a person who controls, is controlled by, or is under
common control with such investment adviser, provided that the status of such solicitor as a partner
officer, director or employee of such investment adviser or other person, and any affiliation between
the investment adviser and any such other person, is disclosed to the client at the time of the solicitatio
or referral; or

(3) Other than a solicitor specified in 50.103¢1)(1) or 50.103(1” (2) above if all of the fol-
lowing conditions are met:

1. The written agreement required by 50.103(1)

» Describes the solicitation activities to be engaged in by the solicitor on behalf of the investment
adviser and the compensation to be received therefor;

« Contains an undertaking by the solicitor to perform the solicitor’s duties under the agreementin a
manner consistent with the instructions of the investment adviser and the provisions of lowa Code
chapter 502 and the rules promulgated thereunder, whichever is applicable;

» Requires that the solicitor, at the time of any solicitation activities for which compensation is
paid or to be paid by the investment adviser, provide the client with a current copy of the investment
adviser’s written disclosure statement required by subrule 50.101(3) or SEC Rule 204-0, as applicable
and a separate written disclosure statement as described in subrule 50.103(2).

2. Theinvestment adviser receives from the client, prior to, or at the time of, entering into any writ-
ten or oral investment advisory contract with such client, a signed and dated acknowledgment of receip
of the investment adviser’s written disclosure statement and the solicitor’s written disclosure document.

3. The investment adviser makes a bona fide effort to ascertain whether the solicitor has com-
plied with the agreement, and has a reasonable basis for believing that the solicitor has so compliec

50.103(2) The separate written disclosure statement required to be furnished by the solicitor to the
client pursuant to 50.103(T) (3)“2" shall contain the following information:

a. The name of the solicitor;

b. The name of the investment adviser;

c. The nature of the relationship, including any affiliation, between the solicitor and the invest-
ment adviser;

d. Astatementthatthe solicitor will be compensated for the solicitor’s solicitation services by the
investment adviser;

e. The terms of such compensation arrangement, including a description of the compensation
paid or to be paid to the solicitor; and

f.  The amount, if any, the client will be charged for the cost of obtaining the client’'s account in
addition to the advisory fee, and the differential, if any, among clients, with respect to the amount or
level of advisory fees charged by the investment adviser, if such differential is attributable to the exis-
tence of any arrangement pursuant to which the investment adviser has agreed to compensate the sol
itor for soliciting clients for, or referring clients to, the investment adviser.

(2) Nothing in this rule shall be deemed to relieve any person of any fiduciary duty or other obliga-
tion to which such person may be subject under any law.



